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Purpose  of  the  Audit 

At  the  request  of  the  mayor  of  the  City  and  County  of  San  Francisco,  we  investigated  the  use  of  city  funds  by 
the  nonprofit  San  Francisco  Neighbors  Resource  Center. 


Highlights 
Results 

The  center's  inadequate  financial  records  prevented  us  from 
completing  a  full  audit,  and  we  could  not  determine  whether  the 
center  improperly  used  city  funds  for  political  purposes.  However, 
based  on  the  records  provided  to  us,  we  were  able  to  conclude 
that  the  center  misspent  some  city  funds  and  has  not  maintained 
adequate  documents  as  required  by  its  grants  with  the  city.  The 
audit  identified  the  following  deficiencies  where  the  center: 

•  Did  not  have  sufficient  supporting  records  in  the  form  of 
invoices,  time  sheets,  and  other  financial  records  for 
$155,493  of  the  $167,998  (93  percent)  in  grant  funds  the 
center  received  from  the  department. 

•  Received  $6,666  as  an  advance  that  it  did  not  use  and 
should  return  to  the  department. 

•  Claimed  and  received  $2,000  more  in  salary  payments  than 
it  paid  to  a  center  employee. 

•  Did  not  obtain  from  its  vendors  detailed  invoices  to 
substantiate  the  reasonableness  of  some  vendor  charges, 
including  radio  advertising  and  computer  database  services. 

•  Did  not  keep  adequate  records  of  the  clients  it  served  under 
the  grants. 


Recommendations 

The  audit  report  includes  four 
recommendations  for  the 
Department  of  Children,  Youth  and 
Their  Families  to  ensure  that  the 
center  accounted  for  the  use  of  city 
funds,  including  the  following: 

•  Require  the  center  and  its 
president,  Julie  Lee,  to  provide 
documentation  to  support 
expenses  totaling  $155,493  for 
which  the  audit  did  not  find 
adequate  support.  If  the  center 
cannot  provide  these  records, 
the  department  should  recover 
the  funds  from  the  center. 

•  Determine  if  the  San  Francisco 
Neighbors  Resource  Center  is  a 
viable  non-profit  and  request  the 
center  and  its  president,  Julie 
Lee,  to  return  $6,666  for  the 
cash  that  the  department 
advanced  to  the  center  but  which 
the  center  did  not  use. 
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February  1 ,  2007 

Margaret  Brodkin,  Director 

Department  of  Children,  Youth  and  Their  Families 

1 390  Market  Street,  Ste.  900 

San  Francisco,  CA  941 02 

Dear  Ms.  Brodkin: 

The  Office  of  the  Controller  presents  its  report  concerning  the  review  of  the  San  Francisco 
Neighbors  Resource  Center  (center),  a  nonprofit  organization,  and  its  compliance  with 
requirements  for  the  use  of  city  funds.  The  nonprofit  received  city  funding,  under  a  grant 
with  the  Department  of  Children,  Youth  and  Their  Families  (department),  to  provide 
community  referral  services.  Because  the  nonprofit  was  alleged  to  have  made  improper 
campaign  contributions  using  state  funds,  we  investigated  whether  the  nonprofit  made 
improper  campaign  contributions  using  city  funds. 

Because  of  on-going  investigations  by  various  state  and  local  agencies,  we  could  not  gain 
access  to  the  center's  original  records;  instead,  the  center's  attorneys  provided  copies  of 
documents  pertaining  to  the  city  grant.  However,  those  documents  only  covered  $41 ,655 
of  the  $1 67,998  (25  percent)  in  grant  funds  the  center  received  from  the  department. 
Based  on  these  records,  the  auditors  could  not  determine  conclusively  if  the  center 
improperly  used  city  funds  for  political  activities.  Nevertheless,  from  the  available  records, 
the  auditors  identified  at  least  $8,666  in  overpayment  from  the  department  to  the  center. 

The  response  from  the  department  is  attached  to  this  report.  The  City  Services  Auditor- 
Financial  Audits  will  be  working  with  the  department  to  follow  up  on  the  status  of  the 
recommendations  made  in  this  report. 
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INTRODUCTION 


BACKGROUND 

In  August  2004,  the  San  Francisco  Chronicle  reported  that  the 
San  Francisco  Neighbors  Resource  Center  (center)  and  its 
principal  founder,  Julie  Lee,  allegedly  used  a  $500,000  state  grant 
to  the  center  to  make  improper  campaign  contributions  for  the 
2002  campaign  of  former  California  Secretary  of  State  Kevin 
Shelley.  The  newspaper  also  reported  that  the  center  received 
$200,000  in  funds  from  the  City  and  County  of  San  Francisco 
(City),  but  that  the  center  provided  few  services  in  return.  In 
response  to  the  newspaper  articles,  the  City's  mayor  requested 
the  Office  of  the  Controller  to  conduct  an  audit  of  the  center  to 
determine  if  the  center  had  improperly  spent  any  city  funds. 

The  center  is  a  California  non-profit  organization  whose  stated 
mission  was  to  bridge  the  information  gap  between  the  people 
with  needs  and  the  resources  available  to  those  people  with 
needs.  According  to  materials  published  by  the  center,  due  to 
language  and  geographic  barriers,  many  of  these  people  are 
unable  to  find  the  information  and  resources  they  need  to  resolve 
their  problems.  According  to  the  center,  it  provided  referral 
services,  activities  and  daycare  for  the  youth  of  the  community, 
and  facilitated  medical  and  other  services  for  the  senior 
community. 

To  further  assist  its  clientele,  the  center  indicated  it  intended  to 
construct  a  service  center  to  provide  a  low  cost,  or  free,  facility  for 
other  public  benefit  agencies  to  locate  their  services  within  the 
center's  service  area. 

In  June  2000,  the  City  granted  the  center  a  lease  for  a  city-owned 
parcel  of  property  located  at  2350  19th  Avenue  at  an  annual  rent  of 
$1 .00  to  facilitate  the  center's  proposed  services  to  the 
community.  The  lease  gave  the  center  options  to  renew  the  lease 
each  year  for  $1 .00  with  the  City's  concurrence. 

In  July  2000,  the  center  received  a  grant  from  the  City's 
Department  of  Children,  Youth  and  Their  Families  (department)  to 
provide  a  referral  program  for  community  services  known  as  the 
Community  Resource  and  Referral  Program.  The  center  was  to 
research  and  compile  a  database  of  both  public  and  private 
organizations  that  provide  programs  and  services  to  children, 
youth  and  families  located  throughout  San  Francisco,  such  as 
child  care,  after-school  programs,  extracurricular  education 
programs,  and  high  risk  youth  counseling.  The  center  was  to 
establish  a  call-in  line  to  provide  referral  services  and  to  market 
and  advertise  the  call-in  line  to  create  awareness  of  the  service. 
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For  fiscal  year  2000-2001 ,  the  department  granted  the  center 
$50,000  to  operate  the  referral  program,  and  the  City  renewed  the 
grant  for  the  next  three  and  a  half  years,  funding  the  center  for  a 
total  of  $1 67,998.  According  to  the  grant,  the  center  was  to 
provide  referral  services  to  parents  for  programs  to  help  their 
children  and  families  and  to  serve  150  children  and  youth,  ranging 
in  age  from  0  to  17  years  of  age,  during  the  year. 


SCOPE  AND  METHODOLOGY 

The  purpose  of  our  review  was  to  determine  whether  the  center 
used  city  funds  in  accordance  with  the  provisions  of  its  grants  from 
the  City.  To  conduct  the  financial  review,  we  examined  applicable 
terms  of  the  nonprofit's  grants  with  the  City  and  various  programs 
and  financial  records,  including  payroll  records,  bank  statements, 
and  expenditure  vouchers.  We  then  selected  and  analyzed 
payments  made  by  the  City.  To  evaluate  whether  the  center 
provided  the  services  required  under  the  grant,  we  reviewed  client 
intake  logs  and  log  sheets  used  by  the  center.  To  evaluate  the 
center's  compliance  with  other  requirements  in  the  city  grants,  we 
compared  a  sample  of  invoices  submitted  by  the  center  for 
reimbursement  of  expenditures,  and  we  traced  the  charges  to 
supporting  documents.  In  our  review,  we  mainly  relied  on 
documents  provided  by  the  center's  attorneys  and  we  cannot  be 
certain  that  the  center  provided  all  relevant  records. 

We  performed  a  detailed  examination  of  invoices  that  the  nonprofit 
submitted  to  the  City  for  reimbursement  by  examining,  on  a 
sample  basis,  the  financial  records  and  documentation  the 
nonprofit  maintained  in  support  of  the  invoiced  amounts.  However, 
the  nonprofit  did  not  have,  or  make  available  to  us,  all  of  the 
financial  statements,  general  ledgers,  check  registers,  bank 
statements,  and  supporting  documentation  that  we  requested  to 
complete  the  review.  Our  analysis  was  based  solely  on  records 
and  documents  submitted  by  the  center's  attorneys. 
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AUDIT  RESULTS 


THE  SAN  FRANCISCO  NEIGHBORS  RESOURCE  CENTER 
DID  NOT  HAVE  ADEQUATE  RECORDS  TO  SUPPORT  MOST 
OF  ITS  CITY  GRANT  EXPENDITURES 

The  San  Francisco  Neighbors  Resource  Center  (center)  did  not 
provide  us  all  its  records  to  allow  us  to  verify  whether  it  spent  city 
funds  appropriately,  or  that  it  provided  the  services  required  by  its 
city  grants  from  the  Department  of  Children,  Youth  and  Their 
Families.  Nevertheless,  based  on  the  records  it  did  provide,  we 
still  identified  instances  showing  the  center  misspent  some  city 
funds,  and  was  reimbursed  for  some  questionable  expenditures. 
The  center  received  a  cash  advance  of  $6,666  from  the 
department;  however,  the  center  did  not  have  any  records  to  show 
that  it  spent  the  funds.  The  department  also  reimbursed  the  center 
for  some  questionable  services  and  costs.  Although  the  center 
had  copies  of  the  invoices  from  the  vendors  that  provided  the 
services,  there  were  no  explanations  on  the  rates  being  charged 
or  adequate  descriptions  of  the  services  provided  for  us  to 
conclude  that  the  vendors'  charges  to  the  center  were  reasonable. 

Furthermore,  the  center  did  not  provide  adequate  support  for  its 
major  expenditure,  personnel  costs,  which  made  up  more  than  50 
percent  of  its  grant  spending.  The  center  did  not  provide  us 
sufficient  records,  such  as  timesheets  or  units  of  service  records 
for  us  to  assess  and  conclude  whether  the  center  provided  the 
services  required  under  its  grant. 

Because  we  were  not  able  to  review  all  of  the  center's  records,  we 
cannot  conclude  whether  the  center  used  any  city  funds  for 
prohibited  political  activities.  However,  for  the  records  we 
reviewed,  we  did  not  find  any  evidence  that  indicated  the  center 
used  city  funds  for  political  activities. 

The  Center  Could  Not  Support 
Many  of  Its  Grant  Expenditures 

The  center  did  not  provide  us  all  its  records  to  support  the 
expenditures  it  claimed  in  the  monthly  reimbursement  requests 
submitted  to  the  department.  Because  of  investigations  by  other 
government  agencies  of  the  center's  financial  operations,  we  did 
not  have  access  to  the  center's  original  records.  Instead,  the 
center's  attorneys  provided  us  with  copies  of  the  center's  records 
that  were  related  to  expenditures  from  city  grant  funds.  We  could 
only  find  records  that  covered  $41 ,655  of  the  $1 67,998  (25 
percent)  in  expenditures  claimed  by  the  center. 
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While  the  center  was  not  required  to  submit  supporting  documents 
with  its  monthly  invoices  to  the  department,  the  center  should 
have  retained  the  records  as  required  under  its  city  grants.  As  we 
discuss  in  the  following  sections,  the  center  did  not  have 
timesheets  to  show  the  number  of  hours  worked  by  its  staff  on 
grant  related  activities,  made  errors  in  billing  for  some  personnel 
costs,  and  did  not  have  any  or  inadequate  records  to  support 
many  of  the  center's  payments  for  professional  services  and 
supplies.  The  table  below  shows  the  center's  spending  of  the 
grant  funds. 

TABLE  1 


San  Francisco  Neighbors  Resource  Center  Use  of  Grant  Funds 
August  2000-December  2003 


Expenses 

Amount 

Percentage 

Records 

Records 

Questioned 

of  Total 

Available 

Unavailable 

Expenses 

Personnel  Costs  *  (salary  &  fringe) 

$92,454 

55% 

$92,454 

$92,454 

Professional  Fees 

31,821 

19% 

$24,553 

7,268 

26,018 

Contractor 

3,757 

2% 

3,757 

3,757 

Supplies 

3,018 

2% 

1,218 

1,800 

1,800 

Other  Expenses 

1 1 ,298 

7% 

10,400 

898 

1 1 ,298 

Administrative  Costs 

18,984 

11% 

5,484 

13,500 

13,500 

Cash  Advance  (Not  Returned) 

6,666 

4% 

6,666 

6,666 

Total  Expenses 

$167,998 

100% 

$41,655 

$126,343 

$155,493 

*  The  personnel  cost  of  $92,454  consists  of  $81,583  in  salary  costs  and  $10,871  in  fringe  benefits. 


The  Center  Received  an  Advance  It  Did  Not  Use 
and  Did  Not  Return  the  Funds  to  the  City 

The  center  received  grant  payments  totaling  $167,998  from  the 
department  for  the  center's  referral  program  from  fiscal  year  2000- 
01  through  fiscal  year  2004-05;  however,  we  found  that  the  center 
only  claimed  reimbursements  totaling  $161,332,  a  difference  of 
$6,666.  This  overpayment  of  $6,666  resulted  from  the  center 
receiving  an  $8,333  cash  advance  on  August  8,  2003,  from  the 
department  to  provide  services  for  the  center's  referral  program  in 
fiscal  year  2003-04.  The  center,  however,  submitted  only  one 
claim  on  January  7,  2004,  for  $1 ,667,  to  offset  the  cash  advance 
and  did  not  submit  further  claims  for  the  rest  of  the  fiscal  year  to 
offset  the  remaining  funds  of  $6,666.  Since  we  could  find  no 
records  that  the  center  provided  any  further  services  to  the 
community,  the  center  should  return  $6,666  to  the  city. 
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The  Center  Did  Not  Have  Timesheets  to  Show 
It  Paid  Salaries  Appropriately 

We  could  not  find  any  timesheets  in  the  documents  provided  to  us 
by  the  center  to  support  its  payroll  expenses,  which  totaled 
$92,454  (55  percent)  of  the  $167,998  in  grant  funds.  However, 
according  to  the  department's  reports  on  fiscal  site  visits  to  the 
center  on  May  1 8,  2001 ,  and  February  5,  2003,  a  department 
program  officer  indicated  that  the  center  maintained  timesheets 
and  payroll  registers  and  that  the  personnel  documents  matched 
the  center's  billings  for  the  quarter.  On  the  other  hand,  in  two  other 
reports  for  site  visits  on  December  12,  2001 ,  and  August  5,  2002, 
the  program  officer  reported  that  she  had  difficulties  reviewing  the 
center's  records  that  she  requested  to  examine  because  the 
center  did  not  make  the  records  available.  Furthermore,  according 
to  the  department,  on  the  October  2000,  January  2001  and  June 
2001  invoices,  the  program  officer  noted  discrepancies  in  the 
personnel  and  administrative  line  items  and  made  the  appropriate 
deductions. 

According  to  the  program  officer,  when  the  department  first  funded 
the  center  in  October  2000,  she  could  not  obtain  copies  of 
standard  records  and  documents,  such  as  a  general  ledger,  cash 
receipts  and  disbursements  records,  for  review.  The  program 
officer  requested  these  documents  from  the  center's  staff  several 
times,  but  never  received  them.  The  program  officer  was  not  sure 
whether  the  agency  had  these  records,  since  the  center  was  a 
new  organization,  or  if  its  president,  Julie  Lee,  refused  to  release 
them  to  the  department.  As  a  result,  the  program  officer  was  not 
able  to  complete  the  rating  sheets  on  several  visits  because  many 
items  were  not  available  for  her  review. 

The  Center  Billed  the  City  for 
Personnel  Costs  That  It  Had  Not  Paid 

Although  there  were  no  timesheets  available  for  us  to  review  to 
verify  reported  hours  worked  by  staff,  we  did  compare  and  verify 
$79,860  (98  percent)  of  the  $81 ,583  of  personnel  salary  and  hours 
that  the  center  reported  to  its  payroll  processing  company  to  the 
costs  and  hours  claimed  by  the  center  in  its  reimbursement 
requests  to  the  department.  We  did  not  find  any  payroll  processing 
records  to  support  the  remaining  $1 ,723.  Further,  in  reviewing 
these  records,  we  found  that  the  center  claimed  reimbursement 
for  more  hours  than  it  actually  paid  to  one  of  its  employee  and  as 
a  result,  the  department  overpaid  the  center  for  some  salary  costs. 

We  found  that  one  of  the  center's  outreach  workers,  who  has 
been  identified  in  news  articles  as  having  donated  $25,000  to  a 
state  political  campaign,  was  paid  $13,000  in  salary  from  the  grant 
money  during  the  audit  period.  According  to  the  center's  monthly 
reimbursements  claims  to  the  department,  this  worker  had  earned 
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$15,000  in  salary;  however,  according  to  the  center's  payroll 
disbursement  records,  the  center  only  paid  him  $13,000. 

According  to  the  September  2001  and  October  2001  monthly 
reimbursement  requests  to  the  department,  the  center  claimed  the 
outreach  worker  worked  a  total  of  100  hours  in  each  of  the  two 
months.  However,  according  to  the  payroll  processing  company 
reports,  the  center  paid  the  employee  for  only  50  hours  for  each  of 
the  two  months,  or  100  hours  less  than  the  center  reported  and 
was  reimbursed,  resulting  in  an  overpayment  of  $2,000  to  the 
center. 

The  Center's  Expenditures  for  Professional 
and  Contractor  Services  Are  Poorly  Supported 

Out  of  the  total  of  $31 ,821  the  center  spent  to  obtain  professional 
and  other  contractor  services,  we  found  four  invoices  from  the 
companies  supporting  $24,553  (77  percent)  of  the  total.  We  did 
not  find  any  invoices  to  support  the  remaining  $7,268  in 
professional  fees.  Most  of  the  services  for  which  the  center  had 
invoices  were  for  database  generation  and  maintenance,  logo  and 
letterhead  design  and  printing,  painting  of  signs,  phone  set-up 
charges,  and  tax  filing  fees. 

The  four  invoices,  however,  did  not  adequately  describe  the 
services,  which  the  center  received.  For  instance,  one  of  the 
center's  vendors  charged  the  center  $1 8,000  for  database 
generation.  The  invoice  for  this  work  does  not  sufficiently  describe 
the  work  involved  for  the  database  generation.  As  part  of  this 
work,  the  vendor  billed  the  center  for  50  hours  of  work  at  $150  per 
hour,  or  $7,500  for  research  and  analysis,  but  did  not  describe  the 
type  of  research  or  analysis  it  performed,  or  when  it  provided  the 
service.  Instead,  the  vendor  only  listed  the  billing  rate  and  the 
number  of  hours  worked. 

On  the  same  invoice,  the  vendor  also  billed  the  center  for  1 0 
hours  at  $400  per  hour,  or  $4,000,  for  database  formatting.  The 
invoice  did  not  further  describe  the  work  involved  in  database 
formatting.  Finally,  the  vendor  billed  the  center  $2,500  for 
"Continual  Updating",  but  did  not  further  describe  what  type  of 
service  was  provided. 

Similarly,  we  found  an  invoice  from  another  vendor  for  $750  that 
lacked  detailed  description  of  the  services  provided.  The  invoice 
only  stated  the  billing  period  was  from  July  2000  to  June  2001  and 
that  the  vendor  provided  the  center  an  understanding  of  the 
community  services  organizations  serving  youths  and  aided  in  the 
development  of  channels  of  communication  between  the  center 
and  other  organizations.  Not  only  did  the  vendor  not  describe  the 
details  of  the  services  provided,  but  the  vendor  also  did  not 
specify  the  number  of  hours  worked,  or  the  hourly  rate.  Despite 
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the  lack  of  information,  the  center  paid  the  vendor  and  received 
reimbursement  from  the  department  for  these  costs. 

In  addition  to  the  expenditures  for  professional  services,  the 
center  also  billed  the  department  $3,757  for  contractor  expenses. 
However,  we  did  not  find  any  invoices  associated  with  these 
expenses,  and  we  did  not  find  any  entries  in  the  center's  check 
register  to  indicate  it  paid  this  amount  to  any  vendor  or  contractor. 
The  center  requested  reimbursement  for  this  expenditure  in  its 
April  2001  cost  report  from  the  department  and  was  paid  by  the 
department  in  May  2001 . 

The  Center's  Radio  Advertising  Costs 
Do  Not  Appear  Reasonable 

The  center  requested  reimbursement  of  $1 1 ,298  as  other 
expenses  in  its  grant  costs.  We  did  not  find  any  records  to  support 
$898  that  the  center  identified  as  expenses  for  September  2003. 
We  did,  however,  find  three  invoices  to  support  the  remaining 
$10,400  the  center  identified  as  other  expenses  in  its 
reimbursement  requests  to  the  department.  The  three  invoices 
were  from  the  radio  station  KEST,  to  pay  for  advertising  on  the 
station's  Voice  of  the  Neighbors  Radio  Program. 

We  identified  several  irregularities  in  these  invoices,  however,  that 
lead  us  to  question  whether  these  expenditures  were  proper  and 
valid.  The  grant  agreement  allowed  advertising  and  publicity 
costs.  While  the  invoices  were  billed  from  Voice  of  the  Neighbors 
Radio  Program,  this  radio  program  has  the  same  address  as  the 
center.  The  invoices  were  billed  from  Julie  Lee's  real  estate  office 
to  the  center's  address  at  1 9th  Avenue.  Also,  the  amounts  charged 
for  the  advertising  fluctuated  significantly  from  year  to  year,  but 
the  terms  and  description  for  the  invoices  remained  the  same  for 
"advertising  placement  for  a  term  of  12  months".  The  table  below 
shows  the  advertising  fees.  Without  further  explanation  from  the 
center,  we  cannot  determine  whether  the  fees  charged  are 
reasonable  because  the  invoice  descriptions  appear  the  same  but 
fees  varied  significantly.  We  contacted  the  radio  station  to  verify 
the  advertisement  placement,  but  the  staff  refused  to  provide 
information  to  us  without  the  authorization  from  its  client.  The 
radio  station  staff  did  inform  us  that  San  Francisco  Neighbors 
Resource  Center  is  not  its  client  for  the  Voice  of  the  Neighbors 
Radio  Program  but  that  the  client  is  the  San  Francisco  Neighbors 
Association.  The  association  is  a  group  of  community  members, 
formed  to  represent  their  community  in  political  issues.  Julie  Lee 
was  one  of  the  founders  of  this  group  and  the  office  of  this  group 
is  located  at  her  real  estate  office  on  Taraval  Street. 
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TABLE  2 


Advertising  Costs  for  Voice  of  the  Neighbors  Radio  Program 
July  1,  2000,  Through  June  30,  2003 


Period 

Advertising 
Costs 

Fee  Difference 
From  Prior  Year 

July  1,  2000,  Through  June  30,  2001 

$3,000 

July  1 ,  2001 ,  Through  June  30,  2002 

5,000 

$2,000 

July  1 ,  2002,  Through  June  30,  2003 

2,400 

(2,600) 

Total  Advertising  Costs 

$10,400 

We  also  found  that  the  department  prepaid  the  center  for  these 
advertising  invoices  in  fiscal  years  2001-02  and  2002-03.  The 
center  claimed  the  entire  advertising  costs  for  fiscal  year  2001-02 
in  November  2001  even  though  the  advertising  costs  had  not  yet 
been  incurred  for  the  remainder  of  the  fiscal  year.  Similarly,  the 
center  claimed  the  entire  year's  advertising  costs  for  fiscal  year 
2002-03  in  November  2002  when  all  the  costs  had  yet  to  be 
incurred.  According  to  the  department's  grant  agreement,  the 
center's  costs  are  only  to  be  reimbursed  when  incurred. 

The  Center's  Administrative  and  Supplies  Costs 
Are  Not  All  Supported 

The  center  submitted  reimbursement  requests  for  $1 8,984  in 
expenditures  for  administrative  purposes.  We  found  approximately 
$1 8,000  in  invoices  that  appear  to  relate  to  these  expenditures; 
however,  we  could  not  match  all  the  invoices  to  the  monthly 
reimbursements.  We  were  able  to  match  $5,484  (29  percent)  of 
the  $1 8,984  that  the  center  requested  for  reimbursement.  We 
were  able  to  trace  invoices  to  support  12  of  the  37  center's 
monthly  reimbursements  requests  for  administrative  costs  but 
could  not  trace  the  remaining  25  monthly  reimbursement  requests, 
because  the  center  did  not  itemize  the  expenditures  for  each 
month  in  its  records.  As  a  result,  we  could  not  determine  whether 
the  expenditures  the  center  claimed  were  proper  for  these 
months.  For  the  months  where  we  matched  the  expenditures,  the 
charges  appear  reasonable.  Most  of  the  charges  were  to  pay  for 
the  rental  of  a  copier  and  a  computer,  utility  bills,  insurance,  and 
payroll. 

Although  the  center  spent  $3,01 8  for  supplies  under  its  grants  with 
the  department,  we  could  not  find  supporting  documentation,  in 
the  form  of  invoices  or  receipts,  for  $1 ,800  (60  percent)  of  the 
total.  For  the  $1 ,218  where  we  found  invoices  and  receipts,  most 
of  the  purchases  appeared  to  be  reasonable  and  allowable  under 
the  grants. 
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THE  CENTER  DID  NOT  HAVE  RECORDS 

TO  SHOW  IT  PROVIDED  THE  UNITS  OF  SERVICE 

PAID  BY  THE  DEPARTMENT'S  GRANTS 


Although  the  center  reported  to  the  department  that  it  complied 
with  grant  requirements  for  providing  the  required  number  of 
referral  services  to  parents  for  programs  to  help  their  children  and 
families,  we  found  few  records  that  supported  the  number  of 
clients  the  center  reported  to  have  served.  We  only  found  one  log 
sheet  dated  July  2002  that  lists  the  clients  the  center  served  in 
that  month.  We  could  not  find  any  other  records  or  documents  for 
the  other  36  months  that  listed  the  clients  who  the  center  recorded 
as  being  served. 

In  addition,  we  noted  discrepancies  between  this  log  sheet  and 
the  monthly  report  the  center  submitted  to  the  department. 
According  to  the  center's  July  2002  monthly  report,  the  center 
assisted  20  children  and  youth,  but  the  log  sheet  showed  only  16 
encounters  and  only  2  of  the  16  encounters  involved  children. 
Furthermore,  the  demographics  reported  by  the  center  also  did 
not  match  the  log  sheet.  According  to  the  July  2002  report,  the 
center  reported  serving  6  children  in  the  age  group  of  3-5  years 
old,  1 1  children  in  the  age  group  of  6-9  years  old,  and  3  children  in 
the  age  group  of  10-13  years  old.  However,  according  to  the  log 
sheet,  of  the  two  encounters  involving  children,  one  encounter 
involved  a  child  in  the  age  group  of  0-2  years  old  and  the  second 
encounter  involved  a  child  whose  age  was  not  identified. 

Finally,  although  we  could  not  verify  whether  the  center  actually 
provided  the  required  units  of  service,  according  to  its  monthly 
reimbursement  requests,  the  center  did  not  meet  grant 
requirements  for  the  first  year.  The  center's  grant  required  it  to 
serve  250  to  300  children  in  the  first  grant  year;  however,  the  total 
number  of  encounters  reported  by  the  center  was  216. 


RECOMMENDATIONS 

To  ensure  that  the  San  Francisco  Neighbors  Resource  Center 
used  city  funds  properly,  the  Department  of  Children,  Youth  and 
Their  Families  should  take  the  following  actions: 

1 .  Determine  if  San  Francisco  Neighbors  Resource  Center  is  a 
viable  non-profit  and  request  the  center  and  its  president,  Julie 
Lee,  to  return  $6,666  for  the  cash  that  the  department 
advanced  to  the  center  but  which  the  center  did  not  use. 

2.  Require  the  center  and  its  president,  Julie  Lee,  to  provide 
documentation  to  support  expenses  totaling  $155,493  for 
which  the  audit  did  not  find  adequate  support.  If  the  center 
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cannot  provide  these  records,  the  department  should  recover 
the  funds  from  the  center. 


3.  Ensure  that  its  community-based  organizations  retain  all 
records  pertaining  to  grants  for  at  least  five  years  from  the 
year  of  funding.  Although,  the  grant  agreement  included  a 
provision  that  required  the  center  to  maintain  all  records,  the 
center  did  not  provide  all  the  records  to  us. 

4.  Ensure  that  community-based  organizations  maintain  records 
that  can  be  easily  reconciled  to  the  monthly  claims.  Currently, 
organizations  report  expenses  in  one  of  six  categories  in  the 
monthly  reports.  The  total  dollar  amounts  for  each  category 
are  shown  but  it  is  difficult  to  determine  what  expenses  are 
claimed  under  each  category.  If  organizations  kept  records  to 
show  each  expense  under  each  category,  the  department  can 
better  determine  if  such  expense  is  allowable  during  its  site 
visits. 


We  conducted  this  review  according  to  the  standards  established 
by  the  Institute  of  Internal  Auditors.  We  limited  our  review  to  those 
areas  specified  in  this  report's  audit  scope  section. 


Staff:   Winnie  Woo 
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DEPARTMENT  OF  CHILDREN,  YOUTH  AND  THEIR  FAMILIES 
RESPONSE  TO  THE  REPORT: 


DEPARTMENT  OF  CHILDREN, 


YF 


YOUTH  AND  THEIR  FAMILIES 


Gavin  Newsom 

Mayor 


Margaret  Brodkin 

Director 


January  26,  2007 

Ed  Harrington,  Controller 
City  Hall,  Room  316 
1  Dr.  Carlton  B.  Goodlett  Place 
San  Francisco,  CA  94102 

Dear  Mr.  Harrington, 

I  have  received  a  copy  of  the  financial  audit  for  the  San  Francisco  Neighbors  Resource  Center  and  am  in 
agreement  with  some  of  the  findings  outlined  in  the  report. 

My  staff  and  1  believe  that  some  of  the  findings  contained  in  the  report  are  inconclusive  at  this  time 
because  the  Controller's  Office  was  not  able  to  obtain  all  of  the  documents  to  justify  how  the  grant  funds 
were  used. 

On  page  10  of  the  audit,  we  agree  with  recommendation  that  the  department  should  recoup  the  cash 
advance  payment  of  $6,666.00  and  the  $2,000  salary  overpayment  for  an  employee's  salary.  We  were 
not  able  to  recoup  the  cash  advance  in  fiscal  year  2004  because  the  Board  of  Supervisors  withheld  funds 
in  the  middle  of  the  contract  year.  The  nonprofit  expended  a  portion  of  its  contract  and  the  remaining 
$37,500  was  not  released  and  placed  on  reserve. 

We  do  ask  that  all  grantees  retain  records  and  that  they  maintain  records  that  can  be  easily  reconciled  to 
the  monthly  claims.  As  noted  in  the  fiscal  site  visit  reports,  the  program  officer  was  not  always  able  to 
obtain  records  from  the  nonprofit.  On  the  October  2000,  January  2001  and  June  2001  invoices,  the 
program  officer  noted  discrepancies  in  the  personnel  and  administrative  line  items  and  made  the 
appropriate  deductions,  which  is  reflected  in  your  audit  report. 

Please  be  assured  that  the  program  officer  who  oversaw  this  contract  did  her  best  to  obtain  supporting 
documents  from  the  agency's  staff.  She  prepared  her  reports  based  on  the  information  that  she  received 
from  the  agency's  staff.  Questions  regarding  invoices  and  receipts  were  addressed  to  Jeffrey  Chen,  the 
main  contact  person  and  a  member  of  the  Board  of  Directors  of  the  San  Francisco  Neighbors  Resource 
Center  during  the  first  two  years  of  this  contract.  On  many  occasions,  staff  provided  documents  and  at 
other  times,  staff  did  not.  We  believe  that  had  the  Controller's  Office  been  able  to  obtain  all  of  the 
documents,  more  expenses  would  have  been  verified. 

From  the  inception  of  the  grant  in  2000  to  the  end  of  the  contract  in  2004,  staff  from  DCYF  conducted  a 
total  of  ten  visits  to  the  agency,  one  program  site  visit  and  two  fiscal  visits  each  year.  In  addition,  the 
program  officer  made  sure  that  the  information  and  referral  telephone  line  was  active  and  that  staff  at  the 
Resource  Center  provided  referrals. 


1390  Market  Street,  Suite  900  •  San  Francisco,  CA  94102  •  Tel  415.554.8990  •  Fax  415.554.8965  •  TTY  4 15.934.4847  •  www.dcyf.org 


DEPARTMENT  OP  CHILDREN, 


DC 
YF 


Gavin  Newsom 

Mayor 

Margaret  Brodkln 

Director 


YOUTH  AND  THEIR  FAMILIES 


We  are  willing  to  attempt  to  recoup  all  funds  that  are  not  supported  with  the  proper  documentation.  We 
understand  that  you  must  issue  the  audit  findings  and  wanted  to  ensure  that  our  process  was  accurately 
portrayed. 


Thank  you. 


Sincerely, 

Margaret  Brodkin 
Director 


1390  Market  Street,  Suite  900  •  San  Francisco,  CA  94102  •  Tel  415.554.8990  •  Fax  415.554.8965  •  TTY  415.934.4847  •  www.dcyf.org 


Mayor 

Board  of  Supervisors 
Civil  Grand  Jury 
Budget  Analyst 
Public  Library 


CITY  AND  COUNTY  OF  SAN  FRANCISCO  -  CONTROLLER'S  OFFICE 


We  want  your  feedback! 

Please  use  the  following  web  link  -  or  fill  out,  detach  and  mail  the  attached  card 
to  let  us  know  your  thoughts  on  this  report. 


Option  1:  Web 

http://co.sfqov.orq/controller/feedback/?id=568 
The  feedback  link  is  listed  with  the  report. 

Option  2:  Mail 

Just  fill  in  the  card  below,  fold  this  in  half  and  mail! 
Option  3:  Phone 

Call  the  Controller's  Office  at  415-554-7500  and  we  will  take  your  feedback  over 
the  phone. 

Thankyouforyourfeedback! 

Fold  along  the  dotted  line  and  mail! 


Controller's  Office  Report  Feedback 


Report :  DCYF:  San  Francisco  Neighbors  Resource  Center  Could  Not  Account  for  All  Its  Grant  Expenditures 


I  am  a: 

□  San  Francisco  Resident 

□  Media  Reporter 

□  City  of  San  Francisco  Employee 


□  Resident  of  Another  City: 

□  Other:  


How  do  you  rate  this  report? 

Very 
Good 


Significance  of  topic  □ 

Clear  &  concise  □ 

Objective  &  fair  □ 

Useful  □ 

Overall  Report  Quality  □ 


Very 


Good 

Neutral 

Poor 

Poor 

□ 

□ 

□ 

□ 

□ 

□ 

□ 

□ 

□ 

□ 

□ 

□ 

a 

□ 

□ 

□ 

□ 

□ 

□ 

□ 

Comments: 


For  a  complete  list  of  our  reports,  visit  our  website  at  http://www.sfqov.org/controller 


Thank  yon! 


NO  POSTAGE 
NECESSARY 
IF  MAILED 
IN  THE 
UNITED  STATES 


BUSINESS  REPLY  MAIL 


FIRST-CLASS  MAIL    PERMIT  NO.  22978    SAN  FRANCISCO.  CA 


POSTAGE  WILL  BE  RAID  BY  ADDRESSEE 


OFFICE  OF  THE  CONTROLLER 

CITY  &  COUNTY  OF  SAN  FRANCISCO 

875  STEVENSON  RM  125 

SAN  FRANCISCO  CA  94103-9576 
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i  fold  completed  survey  tret  *  and  mail  4 


t      Taps  her*  -  no  staples  please  f 


